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COUNCIL ON WAGE AND PRICE STABILITY
A change in the treatment of incremental pay increases under the pay standard
has been recommended by the Council's Pay Advisory Committee. Under the
modification, th e Council will no longer require employers to distinguish
between incremental pay increases based on qualification and those based
on longevity. Previously, employers covered by a calculating compliance
under the fixed-population method or by a collective bargaining agreement
were expected to include longevity increases in computing their rate of
pay increase. Pay raises that resulted from "legitimate promotions" were
excluded from the pay rate computations. Both longevity and qualification
increases may new be excluded when calculating compliance by these methods.
The text of the revisions, explanatory questions and answers and a request
for comments will appear in next weeks Federal Register. The effective
date for the modification will be upon publication and written comments
must be submitted within 30 days. For further information contact Janice
Murphey at 202/456-7103, Lucretia Tanner, Malcolm Liggett or Homer Jack
at 202/456-7180.
A second year price standards implementation guide issued by the CWPS, is
intended to provide practical assistance to companies in making calculations
necessary for evaluating compliance with the President's voluntary price
standards guideline, (see the 1/16/80 Fed. Reg., pp. 3217-46). The guide
contains detailed information for use by various types of business entities
in major industrial groups. For companies whose circumstances are not
covered and for further information, contact the Office of Price Monitorinq
at 202/456-6757.
Additionally, the Council has released questions and answers on the pay
standard and procedural rules as part of the second year anti-inflation pro
gram, (see the 1/16/80 Fed. Reg., p.3247). The questions and answers were
issued in response to the many questions received by the Council regarding
the standards and rules. For additional information contact Daniel Duff at
202/456-6210.
The exclusion of national gas liquids from price calculations was the subject
of a final rule published in the 1/16/80 Fed. Reg., pp. 3216-17, issued by
the CWPS. The rule also amends the price standard for petroleum refiners to:
1) require refinery operations be treated as a separate compliance unit; and
2) allow petroleum inputs used as process fuel to be subtracted from revenues
in calculating gross margin. For further information contact Larry Forest at
202/456-7747.
FEDERAL FINANCIAL INSTITUTIONS EXAMINATION COUNCIL
Quarterly reporting standards for U.S. branches and agencies of foreign and
Puerto Rican banks were adopted by the FFIEC for implementation with reporting
of activity for the quarter ending 6/30/80, (see the 1/18/80 Fed. Reg.,
pp. 3661-63). The reports will be used by the FRB, FDIC and Comptroller of
the Currency in carrying out their supervisory responsibility under the
International Banking Act of 1978. The report is patterned after the
quarterly report of condition required of domestic banks incorporating
particular organizational or portfolio differences for foreign banks.
Approximately twenty letters of comm e n t were received which led to some

-2-

modifications of the proposal, but in the area of public availability of the
reports, the Council adopted the disclosure provisions as proposed, which
provide for public disclosure on request, with the exception of Schedule M.
The final reporting form and instructions should be made available by 2/1/80.
For additional information contact Stanley Sigel at 202/452-2696.
FEDERAL HOME LOAN BANK BOARD
A halt to preferential insider loans has recently been proposed by the Board in
apparent adverse response to publicity regarding an alleged preferential
loan made to Washington D.C. Mayor Marion Barry from an institution whose
board of directors included the mayors wife. The prohibition for preferential
loans applies to directors, officers and persons with controlling interest in
the institution while others, employees or non-affiliated persons, may still
obtain preferential loans, provided the interest rates are at least one per
centage point over the cost of the money to the institution.
SECURITIES AND EXCHANGE COMMISSION
Proposed amendments to annual report forms and integration of securities acts
disclosure systems, are the subject of recently published releases by the
Commission. The proposed rules and rulemaking, first addressed in an SEC
open meeting on 1/10/80, (see the 1/14/80 Washington Report), request
comments on: proposed amendments to the present annual report form
required to be filed by most publicly-owned companies, Form 10-K; proposed
additions and an amendment to Regulation S-X; amendments to Rule 14a-3 and
Rule 14c-3 under the Securities Exchange Act of 1934; and, amendments to
related forms, rules, and guides under the Securities Act of 1933 and the
Exchange Act. The releases also address proposed Form S-15, which according
to the SEC, is a simplified form with applicability to certain mergers and
acquisitions. These releases, approximately 200 pages in all, are available
from the Commission. The requested public comments, all of which will be
available for public inspection and copying, must be submitted in triplicate
to George A. Fitzsimmons, Secretary, SEC, 500 North Capitol St., Washington,
D.C. 20549. The deadline for comment is 4/30/80.
TREASURY, DEPARTMENT OF
A provision of H.R.3919, the "wi ndfall profits" tax bill on oil, should be
deleted according to a recent letter from the AICPA Federal Tax Division,
pending a scheduling of hearings to discuss a potential adverse impact on
many taxpayers. Section 404(b), according to the letter sent 1/15/80 to
Sen. Russell Long (D-La), Chairman of the Senate Finance Committee, and
Rep. A1 Ullman (D-Or), Chairman of the Ways and Means Committee, was an
amendment to H.R.3919 that was enacted without benefit of substantial floor
debate and without committee consideration. This section provides for the
recognition of income on certain dispositions of LIFO inventories in
connection with specific liquidations, and "affects taxpayers in general,
and might be a trap for unwary small taxpayers without sophisticated
counsel."
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Persons using independent contractors should withhold 10% of the amount to be paid,
according to a recent address by IRS Commissioner Jerome Kurtz, endorsing
H.R.5460, the "Independent Contractors Act of 1979", (see the 12/3/79 Washington
Report). Commissioner Kurtz also addressed IRS plans to match a larger
percentage of W-2's and 1099's with tax returns; experimentation with new
computer audit techniques to detect concealment of gain from the sale of
securities and property; and an examination of "abusive tax shelters" which
will include exploration of the legal and moral standards which should be
applicable to tax advisors or consultants, an integral part of this "particular
tax problem."
The appointment of Harold M. Browning, CPA, to the newly created ombudsman position
in the National Office of the IRS has recently been announced. Serving as one
of six "assistants to the Commissioner", Browning will supervise the IRS’s
nationwide Problem Resolution Program, which handles difficult and persistent
taxpayer problems and complaints that have not been solved through normal
IRS channels. He also will serve as a taxpayers’ exponent in examining and
suggesting changes to IRS policies and procedures that create problems for
taxpayers. Mr. Browning is a 20-year veteran of the IRS and most recently
served as assistant director of its district office in Nashville. A native
of New Castle, Ind., Browning holds a bachelor’s degree from Ball State
University and is a member of the AICPA.
In a related matter, Teddy R. Kern, CPA, has recently been appointed as
director of the Baltimore IRS district. The Baltimore district is responsible
for Federal tax matters in Maryland and the District of Columbia. Kern
began his IRS career in 1962 holding a series of increasingly responsible
positions and most recently served as Deputy Assistant Commissioner for
Inspection in Washington, D.C. Kern, also a member of the Institute, is a
native of Zeigler, ILL., and holds a bachelor's degree from Southern Illinois
University.
A new manual on the organization, authority and operating procedures of the
Antitrust Division has recently been published by the Department. The looseleaf manual will be updated periodically and will be available for a
subscription price of $15. It is obtainable from the GPO at 202/783-3238.
Tax treatment of contributions to qualified cash or deferred profit sharing and
stock bonus plans that permit an employee to elect whether the employer will
make certain payments as contributions to a trust on behalf of the employee
or as a direct cash payment to the employee was announced by the IRS announce
ment 80-6 which will appear in the Internal Revenue Bulletin No. 1980-3
dated 1/21/80. For additional information and copies call 202/566-4054.
SPECIAL:

AICPA CONFERENCE TO BE HELD ON REVISED FEC REQUIREMENTS

Following President Carter's approval of H.R.5010, a bill to amend the Federal
Election 'laws, the AICPA Conference on FEC Requirements will be one of the
first opportunities for interested individuals to learn about the new amend
ments. Participating in the February 11 and 12 program will be top FEC
officials responding to questions concerning the revised laws; as well as
experts from AICPA membership, representatives from five Presidential campaign
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committees and other national political leaders. The Conference, at the Hyatt
Regency Hotel, Washington, D.C., is being sponsored by the AICPA to train
individuals advising candidates for Federal offices on compliance matters.
There is no registration fee for participants and continuing professional
education (CPE) credits will be offered. For further information contact
Mary Frances Widner at 202/872-8190.
SPECIAL:

FOREIGN CORRUPT PRACTICES ACT UNDER ATTACK

Renewed Administration and Congressional concern over the effects of the
provisions of the Foreign Corrupt Practices Act (FCPA), is certain to erupt
into substantial controversy when the Congress returns for the second session.
Rep. Bob Eckhardt (D-Tx), Chairman of the Commerce Subcommittee on Oversight
and Investigations and the Securities and Exchange Commission are likely to
continue defending the FCPA. The Administration, principally through the
efforts of the Department of Justice, is concerned about the estimated $1
billion per year in lost U.S. exports, and will take steps to either amend
the FCPA, or at the very least, ease compliance with its provisions. Rep.
Eckhardt, in a hearing 6/14/79, publicly warned the Administration that no
attempts to "scuttle" the FCPA should be undertaken. Rep. Eckhardt was in
part responding to a story in the New York Times which reported that a
special White House Task Force on Export Disincentives had tentatively
recommended measures which would eventually result in an abandonment of
certain provisions of the FCPA. Approximately one week later, SEC Chairman
Harold Williams, speaking on "Foreign Investment in the U.S.", stated that
the accounting provisions of the FCPA, rather than the antibribery provisions,
are the most important feature of the Act. Williams further stated that he
was unaware of any verifiable data that would support the contention that
the FCPA was having a substantial negative effect on American foreign trade.
In July of last year, the Department of Justice revealed that it was
considering a case by case advance review which would be available to
Corporations and businesses, to ease their compliance with the FCPA. The
SEC opposed the DOJ initiative, stating that it "would be like supplying
a road map for circumvention of the law." In November, Assistant U.S.
Attorney General Philip B. Heymann indicated that DOJ would soon issue
regulations which would implement the case by case advance review procedure.
Heymann noted potentially contradictory consequences for publicly-held
corporations, occasioned by the overlapping jurisdiction of DOJ and the SEC.
In general, companies and individuals not subject to SEC jurisdiction,
receiving a favorable response from DCJ, would be immune from criminal and
or civil prosecution by DOJ, and companies subject to SEC jurisdiction,
receiving a favorable response from DOJ, would be immune from criminal
but not necessarily civil enforcement proceedings by the SEC. This
potentially is certain to be addressed by Congress. The DO J regulations,
according to their staff, are expected to be released this week.
In a related matter, the U.S. General Accounting Office, on its cwn
initiative, is also focusing on the FCPA and is in the process of evaluating
responses from 250 firms, selected at random frcm the "Fortune 1000", to
determine: corporate policies; FCPA and audit or control procedures; the
burden of compliance; and, the corporations' opinion of the impact of the
FCPA. Responses are on an anonymous basis and the GAO hopes to have its study
completed with results published by late 1980. The GAO also indicated that
it is in the process of conducting meetings with various trade groups,
accounting groups, the DOJ, SEC, and Congress.
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For additional information contact:
Nick Nichols, Jim Kovakas, Gina Rosasoo or
Teresa Travers at 202/872-8190

AICPA Washington Report
American Institute of Certified Public Accountants
1620 Eye Street, N.W., Washington, D.C. 20006

FIRST CLASS MAIL

